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DFD-3185-59
May 14, 1959

General Mion Leboratory, Ins.
£3 Bedford Road
Pieasantville, Rew York

REF: Contract HP-2249 /’
Gentlenen:
We eannot process the attached invoice mmber 20560 for
peyment without further informstion. 8ince we have not processed
for payment invoice 20385 dated August 29, 1958, we ere wonder-
ing if perhaps these charges are spplicadble to & econtract other
than the one clted.
Very truly yours,

S,
Doug
Attechment: &hfw
vistribution:
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DEDe201259
Copy Zof 3

#393
REFPLY TO1

Eastern District
Auditor Genersl
Comptroller, USAF
Liaison Office
U&thﬁgmﬂ’ Baeo

12 March 1959

SUBJECT: Advisory Report of Audit fer Price Rodeterminstion
General Precision laboratery, Inc.
Pleasantville, New Yerk
Contract HF-2249 I

P2

70 s Contracting Officer
REF t DES-4573

1. Purpose of Exminations FPursuant to referenced request an
examinutior has been mude of the books and records of General
Precision I‘wamr:y' Inﬂ.,, F mmtm.‘ Reu xqu‘a to deternine the
accuracy of the Contractor's price redetermination proposal submittasd
in accordance with Part IV eof the contract.

2. Besults of Bxuminationr The results of the examination are
detailed in Exhibit A and are summarized as follows:

STATINTL Contractorts Cﬂﬂtﬁ

3. Contract provides for delivery of four (4) systems plus spares
and special tools and test aquirment, The Contractor mede one lot of

Apprq@g‘ij %’@5?%1%6‘%%%8&%@1%0’% cost to make the
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a, The Contractor has requested 5.5% of total costs,
exclusive of general and administrative expense, consisting of 1.5%
for rassarch and development smounting to §2,424 and 4% for Werranty
in the amount of (6,461 for an aggregate of 58,&5. There has besn no
approval by the Contrmeting Officer of the Contractor's research
program and neither has the Defense Depariment approved the program as
of this date,

b. The terms of the Contract do mot provide for inclusion
of warranty rsserves for correction of defecis. The Contractor has
had no repair sxperience on this item, Moreover, the iAuvditor?s study
ravanled that experlenced warranty expenses on the Contractor's other
products are negligibls, The request for 4% warranty expense would
appear to be without merit,

o ) - ret Tools and Test Foulopant: Costa included
in this category in the amount of £5,764 represent that portion of the
total tool and test equipment costs allocated to the four units required
under the contract, The Auditor has not questioned the costs {except us
indicatad in Rxhibit A) incurred in the production of the tools, but
refers to the Contracting Offiger for his consideration the followings

&, 4an inveatory of tools and test squipment, representing the
$110,884 of total imcurred costs, has bsen sulmitied by the Contractor,

b. The £110,884 hes been amortized over 106 units repreaentad
by seven (7) customers,

Ce Admittadly, the Comtracitor is not entitled te recover the
costs of the toals and in addition retain title, It is suggested that
in 1ien of attempting to allocate a portion of the inventory of tools
to & spescific contract the Contracting Officer negotiate an amount that
will represent ths retention value of the tools and apply this amount
as a oredit to the Coniract{s). :

6. The Contrector wus not furnished nor did it aequire any
Government aquipment other than that oommented upon in paregraph 5,

7« Ixefiis The Contracter is requesting 158 of total costs as
consideration for profit. In proposals submitied to the Departaent of
Defense, profit requests have ranged from 118 to 12% of costs, For the
year ended 31 December 1958, Contractor realiszed a profit from all
oparations, bafore proviaion for Federsl Incoms Taxes of 3.4% of cost
of sales, However, considering only those profit and loss items which

- are incluled in & eontract cost base, profit froam operations
represented 9.19% of cost of sales,

25X1A

Lisison Off4icer
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SCHEDULE A

GFNERAL PEECISION LABORATORY, IRC,
Flsasantvills, N.Y,

(o) Mamufecturing lators

Auditor avalled himeelf of closed work orders
which indicated actual cost., The amcunt ques-
tioned represents differsnce between ostinats

and actual costs ¢ 177,

() Menufacturing Qverheads
Contrector applied a rate of 1775 to direct
labor dollars, The Auditor used & rats of
173.2% to accepted direct labor dollars, The
letter rate is the rate recoumended by the
cognisant suditer for use for the exparisnced
period 1 Jamuary - 31 December 1958 654,

{c) Enginaaring Ovaphands

Contracter applicd a rate of 123,.56% to direct

enginsering labor dollars, The iAuditor utiliszed

& rate of 116.,% recormended for use for the

pariod 1 Jemuary 1958 ~ 31 December 1938 by the

cognizant auditer, 282,

{d) Wt

1) The Auditor availed himself of actua) costs
as shown on closed work orders, At the time
proposal was prepared, certain work orders vers
rot completed and Contractor estimated coasts

{2) Purchase OUrder Ko, 963-13-5 1:sued to
Sisplex Equipment Corp. for 11 indicaters -
Part No, 6444-) at a unit price of $2600.00 &8s | - - B
subject to adjustment or redetermination after = &<
delivery, PFour units ars requirsd for subject =~ =
contract, Questioned for the reason that prics (). ¢2
of £2600 sach is rot frs, S 10,400

(o) Elight Taate

Represents the difference between the Contractoris

rates and the auditor's reconmended rates: (b) and

{a) above, 53,

(r) ZToolaand Tast

The Contractor m amortized the cost of
tools and test equipment over 96 wnits, However,
ten (X) additional systems bave been sald making &

Approved Sordia e -WM@M&

Ref: ?mﬁph 50 1; 530,
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(2) Queragaa (Dus to obsolescence)
The Auditor did rot dstermine vhether the
items have useful value. This amount is
referred to the Contracting Officer for his
determination, $ 1,103,

(b) Epginestingt
Sea Schedule Bwd fs’m‘o

(1) Invsmdory Shrizkaces
Contractor 1s applying .58 to all ocosts, sxcluding
engineering, 1o arrive st shrinkege charge. This
&?it:adly an astimste which Contracter is

1le support and is thersfors onad
tha Auditor, ° anentd w 541,

v/&l,,_x_:;,.‘;zi':w iR £  § ‘
ontracter d a rate of %.Sgt Auditorts effective

G and A rate (excluding engineering) is 5,7%. Auditor's

G and A rate for Engineering is 4.261%, The Auditor

hap adjuated the applicable pariods to the rates

negotiated by the cegnisent agency and hes arrived at

the rates indicated atove. The adjustment represents

the diffarence between the Contractor's rate and the
application of the Auditor's rates to the accepted

cost base. 3,086,

(N

(k) ng atys
tractorts mreposal includes the smount of

£6,460 represantirg 4% of total net costs for
roserve acooumt, Tisclomms pre ot he rs

* s acoount oses that varranty ns
been negligible, Purther, Gmﬁ*aetnrg -xpcri:n};:‘
has not been of sufficient length to indicate Just
what the incidence of repair vill te, The total amount
is questioned ty the Auditor, 6,461,

(1) Basmsarch snd De s
Contracter applies 1,5% to total net costs. The
w of @2,421}1& qu;:tiomd ky the Auditer for
» reusons set forth paragr and arred
tc the Contracting Officer “oh & 1o ref canipboitlon,

Totald m
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